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OATH OR AFFIRMATION

Collene Carison swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Gardner Rich LLC as

of
December 31 20_li are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Caw-L
Signature

OFFICIAL SEAL
SUE PASQUALE

Notary ii NtaubIi9sateofWnis
December 12 2014
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Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

fl Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Coptrol Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions ofthisfihing see section 240 7a-5fr3
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Independent Auditors Report

Fo the Members

Gardner Rich IL

We we audited the accompanying tatemcnt of financial condition of Oar dnei Rich 1LC as of 1eceinbei 31 2011

and the related statements of opei ations changes in members eq iily and cash flows for the year then enued that are

being filed pursuant to Rule Ja- under the Securities Fxchange Act of 1934 here finain ial statements are the

responsibility of the ompanys managenicnt Our responsibility to express an opinion on these hnaneial statements

based on our audit

We conducted our audit in accoidance with auditing standards 3enral1y scceptcd in the United States of America

Ihose standards require that we plan and perform the audit to obtain reasonahic assurance about whether the financial

statements are free of material rnisstatc men An audit includes examining on test basis eidence supporting the

amounts and disclosures in the finai cial statcincnts An audit also includes assessmg the accountnq piinciples used and

significant estimates made by management as wcll as evaluating the oxeiall inancial statement presentation We

beliese that our audit provides reasonable basis for our opinion

In our opinion the financial statements refer ed to above present fairly in all material respects th financial position ol

Gardner Rich LC as of Decembe 31 2011 and the results of its opeiations changes in members equIty and its cash

flow for the ycar then ended in conforrniy with accounting principles generally aceepUd in the nited States of

America

Our audit was conducted for the purpose of forming an opinion oi the basic financial statements taken as whole The

supplemental
information is presented for purposes of additional analysis and is not requirc part of the basic financial

stater ients but is supplementary info ination required by Rule 7a5 tinder the Securities xchange Act of 19 34 Such

information is the responsibility of manigcmcnt and was derived from and relates directly to the underlying accounting

and other records used to prepare
the fir ancial statements The informatio has been subjected to the auditing

procedures applied in the audit of the basic financial statements and certain additional procedures including comparing

and reconciling such mfomiation directly to the underlying accounting and other records used to prepare the Imancial

statements themselves and other additional procedures in accordance with auditing standards generally accepted in the

Outed States of America In our opinion the infor nition is fairly sttcd in all mateiral rcspects in relation to the basic

financial statements taken as whole

Horwich Coleman Levin LLC

Chicago Illinois

March 92012



Gardner Rich LLC

Statement of Financial Condition

December 31 2011

Assets

Cash and cash equivalents 418884

Receivables from and deposits with clearing

organizations 220819

Commisions receivable 76898

Equipment furniture and fixtures net 3817

Other assets 109

Total assets 720527

Liabilities and Members Equity

Securities sold not yet purchased 16373

Accounts payable and accrued expenses 139253

Total liabilities 155626

Members equity 564901

Total liabilities and members equity 720527

The accompanying notes are an integral part of these statements



Gardner Rich LLC

Statement of Operations

For the Year Ended December 31 2011

Revenues

Commission revenue 1731073

Investment banking fees 273416

Other income 8762

Total revenues 2013251

Expenses

Compensation and related expenses 690956

Commission and fee execution 303303

Professional dues and licenses 169157

Occupancy 242702

Equipment rental 4460

Dues and fees 467178

Promotion 208746

Communications 69360

Other 282298

Total expenses 2438160

Net loss 424909

The accompanying notes are an integral part of these statements



Gardner Rich LLC

Statement of Changes in Members Equity

For the Year Ended December 31 2011

Balance January 2011 989810

Net loss
424909

Balance December 31 2011 564901

The accompanying notes are an integral part
of these statements



Gardner Rich LLC

Statement of Cash Flows

For the Year Ended December 31 2011

Cash flows from operating activities

Net loss 424909

Adjustments to reconcile net loss to net cash used

by operating activities

Depreciation
732

Increase in receivables 47991

Decrease in commission receivable 197484

Decrease in prepaid expenses
50256

Other assets 2729

Securities sold not yet purchased 8012

Increase in accounts payable and accrued

expenses
76513

Decrease in due to parent 50000

Net cash used by operating activities 203198

Net decrease in cash and cash equivalents 203198

Cash and cash equivalents at January 2011 622082

Cash and cash equivalents at December 31 2011 418884

Supplemental data

Cash paid for taxes

Cash paid for interest

The accompanying notes are an integral part of these statements



Gardner Rich LLC

Notes to Financial Statements

For the Year Ended December 31 2011

Summary of Significant Accounting Policies

Organization

Gardner Rich LLC the Company wholly owned subsidiary of Gardner Rich Company the Parent is

broker-dealer registered with the Securities and Exchange Commission SEC and is member of the Financial

Industry Regulatory Authority FINRA The general purpose of the Company is to engage in introducing

transactions of customers located primarily in the Midwest and East Coast regions of the United States on fully

disclosed basis through clearing broker The Company does not hold funds or securities or owe funds and

securities to its customers and therefore is exempt from the provisions of SEC Rule 5c-3 based on Paragraph

k2ii of the rule

Basis of presentation

The financial statements have been prepared in accordance with accounting principles generally accepted in the

United States of America U.S GAAP

Revenue recognition

Commission income represents the spread between buy and sell transactions processed and net fees charged to

customers and are recorded on trade date basis Underwriting income from debt and equity offerings are

recorded at the time the transaction is completed and the income is reasonably determinable

Receivables from and deposits with clearing organizations

Receivables from broker-dealers and clearing organizations represents
commission income earned but not yet

received on security transactions and underwriting activities Management of Gardner Rich LLC believes all

amounts included in receivables from brokers dealers and clearing organizations are collectible in full and

accordingly an allowance for doubtful accounts is not deemed necessary at December 31 2011

Commissions receivable

Commissions receivable represents fees earned but not yet received on equity execution transactions and

underwriting deals Management of the Company believes all amounts included in commissions receivable are

collectible in full and accordingly an allowance for doubtful accounts is not deemed necessary at December 31

2011

Furniture and equipment

Furniture and equipment are depreciated on the straight-line method over the estimated useful lives of the assets

Depreciation expense
for the

year
ended December 31 2011 was $732



Gardner Rich LLC

Notes to Financial Statements

For the Year Ended December 31 2011

Summary of Significant Accounting Policies Continued

Cash and cash equivalents

The Company considers all highly liquid fmancial instruments with maturity of three months or less at acquisition

that are not held in the ordinary course of business to be cash equivalents

Income taxes

As limited liability company the Company is treated as partnership for federal income tax purposes

Consequently federal income taxes are not payable by or provided for the Company Members are taxed

individually on their shares of the Companys earnings The Company is subject to certain state taxes however no

provision for state income taxes is required at December 31 2011

Use of estimates

The preparation of the financial statements in conformity with U.S GAAP requires management to make estimates

and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and

liabilities as of the date of the fmancial statements and the reported amounts of revenues and
expenses during the

reporting period Actual results could differ from those estimates

Marketable securities

Investments in marketable securities are considered to be trading securities and are valued at fair value Securities

not readily marketable are valued at estimated fair value as determined by management The resulting difference

between cost and market value is included in income

Subsequent events

Management evaluated all activity of the Company through March 2012 the issuance date of the fmancial

statements and concluded that no subsequent events have occurred that would require recognition in the fmancial

statements or disclosure in the related notes to the fmancial statements

Fair value measurement

The Company values its cash and cash equivalents at fair value based on the Level hierarchy established by ASC

820 Fair Value Measurements and Disclosures



Gardner Rich LLC

Notes to Financial Statements

For the Year Ended December 31 2011

Summary of Significant Accounting Policies Continued

Uncertainty in income taxes

The Company has adopted the provisions of FASB ASC Topic 605 Accounting for Uncertainty in Income

Taxes Benefits from tax positions are recognized in the fmancial statements only when it is more likely than not

that the tax position will be sustained upon examination by the appropriate taxing authority that would have full

knowledge of all relevant information Recognized income tax positions are measured at the largest amount that

has greater than 50% likely of being realized Changes in recognition or measurement are reflected in the period

in which the change in judgment occurs

Based on its current evaluation the Company has concluded that there are no significant uncertain tax positions

requiring recognition in the Companys fmancial statements

Clearing agreement

Gardner Rich LLC is an introducing broker and clears all transactions for customers on fully disclosed basis with

other brokers Gardner Rich LLC promptly transmits all customer funds and securities to such clearing brokers

and at December 31 2011 had no amounts or securities due the clearing broker from unsettled trades Because

Gardner Rich LLC is contingently liable for the payment of securities purchased and the delivery of securities sold

by customers Gardner Rich LLC maintains with its clearing brokers money market accounts to be used as

deposits The amount included as deposits was $203331 at December31 2011

Accounts receivable from clearing brokers/dealers arise in the normal course of business from the settlement of

securities transactions The receivables are generally collected within 30 days The clearing agreements provide

the clearing broker with the liens upon all cash and cash equivalents securities and receivables held by the clearing

broker Accordingly Gardner Rich LLC is subject to credit risk if the clearing broker is unable to repay
the

balance in the accounts

Related party transactions

The Company leases office space from its Parent on month-to-month basis Rent expense for the year ending

December 31 2011 was $216000

Net capital requirements

Pursuant to Rule 15c3-1 of the Securities and Exchange Commission the Company is required to maintain net

capital defmed under the rule The Company is required to maintain net capital equal to the greater of $100000 or

6-2/3% of the aggregate indebtedness as these terms are defined As of December 31 2011 the Company had net

capital and net capital requirements of $544602 and $100000 respectively



Gardner Rich LLC

Notes to Financial Statements

For the Year Ended December 31 2011

Concentration of credit risk

Financial instruments that potentially subject the Company to significant concentrations of credit risk consist

principally of cash At December 31 2011 the Company had $168884 in excess of FDIC insured limits however

management believes the risk of loss is minimal

Financial instruments with off balance sheet risk

In the normal course of business Gardner Rich LLC executes both as agent and principal transactions on behalf

of its customers Pursuant to the clearing agreement the clearing broker acts as principal in agency transactions If

the agency transactions do not settle due to failure to perform by either the customer or the counterparty Gardner

Rich LLC may be obligated to discharge the obligation of the non-performing party and as result may incur loss

if the market value of securities differs from the contract amount Gardner Rich LLCs risk is normally limited to

differences in the market values of the securities from their contract amounts

Gardner Rich LLC does not anticipate non-performance by customers or counterparties in the above situations It

is Gardner Rich LLCs policy to monitor its market
exposure

and counterparty risk In addition Gardner Rich

LLC has policy of reviewing as considered necessary the credit standing of each counterparty and customer with

which it conducts business

Securities sold not yet purchased represent obligations of Gardner Rich LLC to deliver specified securities and

thereby create liability to repurchase the securities in the market at prevailing prices These transactions may

result in off-balance sheet risk as Gardner Rich LLCs ultimate obligation for securities sold not yet purchased

may exceed the amount recognized in the statement of financial condition
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Independent Auditors Report on Internal Control

To the Members

Gardner Rich

In planning and performing our audit of thc tinancii1 statements of Gardner Rich LC the ompanv as of and for tin

year nded lecember II 2011 in accordance with auditine standards
genei ally accepted in the Unite States of

America we consideied the Companys internal control ov fin Incial reporting internal control as basis for

designing our auditing pi ocedures for the pi ipose of
expressing our opinion on the financial statements but not for the

purpose of expressing an opinion of the Teetiveness of the Companys internal controL Aceordinely we do not express

an opinion
the effectis eness of the or

ipi ny intei nal conti ol

Also as required by Rule 1a5g of the Seem dies and Excha
Ige

ominission SIX we have made study of the

practices ai procedures followed by the Comp my including consideration of control activities for ifeguarding

scuiitics This studv included tests of such raLticL and pi ucedu us that sc consideird ielcvent cu the ubjertives stated

in Rule /ag in making the periodic computat ons of aggregate uidebtedness or aggregate debits and net capital

under Rule 17a 3all and for detimining cornuliance with tile exemptive provisions of rule I5cU3 Because the

Company does not carry securities accoun for customers or perloim custodial functions relating to customer securities

we did not rem iew tile practices and ocedures followed by the ompin in any of the following

Making quaiterly securities examilatins ounts verilie tions and
cornpIrisons

and recordation ofdiffeienccs

required by Rule 7a 13

Complyuig with the iequircments for prompt payment fir securities nder Section of Federal Reserve

Regulation of tile Board Goeraors of the Federal Rcscru System

Tile management of the Company esponsible for establishing nd mamntarnrn internal control and the pm actices and

procedures referred to tile pmeceding paragraph In fulfilling this Iesponsihility estimates and judgments by

management are required to assess the expected benelts and related costs of controls and of the practices and

procedures referred to in tile preceding pragraph and to assess whether those practices and procedures can be expected

to achieve the SI Cs above mlleiltioiled objectives Two of tile objectives of internal control and the practices and

procedures arre to provide management smith reasonable hut not absolute assura Ice that assets for which tile Company
ins responsibility are safeguarded afainst loss from unauthoriied me or disposition and that transactions are executed in

accordance with managements authorization and recorded
proper to pennit the

preparation of financial statements in

confi mity with generally accepted counting principles Rule 7a 5g lists additional objectives of the pm actices and

procedures listed in tile preceding par igraph

Because of inherent limitations in internal control of the practices and piocedurcs referred to abom error or fraud may

occur and not he detected Also plojeetioil of any evaluation of then to future
periods is subject to iisk that they may

become inadequate because of changes in conditions or that the effectiveness of their design amId opemation ina

dcterorate In addition the Company is small igaililatlofl and segregation of duties is hinited by the number of

ci lplo ees

10



Independent Auditors Report on Internal Control

deficiency exists in internal control when the design or operation of control does not allow management or

employees in the nonnal course of performing their assigned functions to prevent or detect misstatements on timely

basis significant deficiency is deficiency or combination of deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is reasonable

possibility that material misstatement of the Companys financial statements will not be prevented or detected and

corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and would

not necessarily identif all deficiencies in internal control that might be material weaknesses We did not identif any

deficiencies in internal control and control activities for safeguarding securities that we consider to be material

weaknesses as defmed above

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of this

report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange Act of

1934 and related regulations and that practices and procedures that do not accomplish such objectives in all material

respects indicate material inadequacy for such purposes Based on this understanding and on our study we believe

that the Companys practices and procedures as described in the second paragraph of this report were adequate at

December 31 2011 to meet the SECs objectives

This report is intended solely for the use of the members management and the SEC and other regulatory agencies that

rely on Rule 17a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers

and is not intended to be and should not be used by anyone other than these specified parties

Horwich Coleman Levin LLC

Chicago Illinois

March 2012
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Gardner Rich LLC

Computation for Determination of Reserve Requirements Pursuant to Rule

15c3-3 and Information Relating to the Possession or Control Requirements

Under Rule 15c3-3

December 31 2011

Gardner Rich LLC does not carry customer accounts as defined by the Securities Exchange Act of 1934 under Section

of Rule 5c3-3 Therefore Gardner Rich LLC is exempt from the provisions of that rule

12



Gardner Rich LLC

Reconciliation including appropriate explanation of the Audited

Computation of Net Capital with the Companys Corresponding Unaudited Part

II Focus Report Filing

For the Year Ended December 31 2011

The following differences existed at December 31 2011 between the audited computation of net capital and the un

audited Part II Focus Filing at December 31 2011

Un-Audited Part II Focus Filing $608189

Cumulative audit adjustments 63.587

Audited computation of net capital 544602

13



Gardner Rich LLC

Audited Computation of Net Capital

December 31 2011

COMPUTATION OF NET CAPITAL

Total ownership equity

Add liabilities subordinated to claims of

general creditors

Less nonallowable assets

Less haircuts on securities

Net Capital

Net capital requirement

Excess net capital

Aggregate indebtness accounts payable

accrued expenses
and other unsubordinated

liabilities

Percentage of aggregate indebtness to net

capital

Minimum net capital at 6-2/3% of aggregate

indebtness

564901

3926

16373

544602

100000

444602

155626

28.58

10374

14



Gardner Rich LLC

Financial Statements and Supplemental Information

With Independent Auditors Report

December 31 2011
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